
FISCAL NOTE

Bill #: SB0322 Title: Attorney general authority to review
                  nonprofit healthcare conversion
                  transaction

Primary
Sponsor:     Mignon Waterman Status: As introduced

__________________________________________________ _________________________________________________
Sponsor signature Date Dave Lewis, Budget Director  Date

Fiscal Summary
FY2000 FY2001
Difference Difference

Expenditures:               $0               $0

Revenue: $0 $0

Net Impact on General Fund Balance: $0 $0

Yes     No Yes    No
X      Significant Local Gov. Impact X                  Technical Concerns

  X      Included in the Executive Budget  X         Significant Long-
                      Term Impacts

________________________________________________________________________________________

Fiscal Analysis

ASSUMPTIONS:
1. The bill gives the Attorney General (A.G.) responsibility to review and approve/disapprove any

transaction involving the sale, transfer, or other disposition of a material amount of the assets or
operations of a nonprofit healthcare entity to an entity or person other than another nonprofit.

2. The bill would only apply to significant conversions of assets to for-profit purposes by nonprofit
healthcare entities, and the A.G. would not be required to review the disposition of financial assets of a
nonprofit healthcare entity in the ordinary course of its business.

3. Under section 8 of the bill, the A.G. would adopt administrative rules setting forth the procedures and
criteria to be followed in determining whether or not to approve a healthcare conversion transaction.  The
rules would be prepared by existing staff of the Department of Justice (DOJ), Legal Services Division.
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4. Section 9 of the bill authorizes the A.G. to require the applicant to bear the cost of contracting with

experts or consultants of the A.G.’s choosing to assist in conducting the analysis required by the bill.
5. Although a precise number cannot be estimated, it is assumed that few transactions will be subject to

review.  Consequently, rather than hire additional staff, the A.G. would invoke the provisions of section 9
and require the applicant(s) to pay the cost of consulting services necessary for the review to be conducted
in accordance with the requirements of the bill.

6. All costs of the review of a healthcare conversion transaction would be paid by the applicant(s) under
section 9, except for the incidental staff costs incurred by the Legal Services Division.

7. Although the costs of reviewing a healthcare conversion transaction would be significant, there would be
no fiscal impact to the state because the costs would be paid by the applicant(s).

8. Section 11 of the bill authorizes the A.G. to bring court proceedings to declare a transaction void and to
recover assets or penalties.  The A.G. has authority under current law 72-33-503, MCA, to bring legal
action for the enforcement of a charitable trust, and section 11 simply clarifies the remedies available in
cases involving transactions.

9. HB2 will include a $500,000 biennial appropriation to the DOJ for major litigation.  Depending on the
costs of other litigation being handled by the DOJ, the litigation costs would likely be covered by the
major litigation budget.

10. There is no fiscal impact to the Department of Public Health and Human Services.
11. There is no fiscal impact to the State Auditor’s Office.

TECHNICAL NOTES:
1. The bill should be amended to clarify that the A.G. review is not required for the investment
      of funds or other disposition of financial assets of a nonprofit healthcare entity in the ordinary course of its
      business.


